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INDEPENDENT ACCOUNTANT’S REPORT 
ON APPLYING AGREED-UPON PROCEDURES 

 
 
To the Honorable Mayor, 
Members of the Board of Alderman and 
Members of the Board of Apportionment and Taxation 
City of Derby, Connecticut 
 
We have performed the procedures enumerated below, which were agreed to by, on Schedule of Findings and 
Questioned Costs as reported in our separate report for the City of Derby, Connecticut as of June 30, 2018 on the 
City’s Internal Control over Financial Reporting and on Compliance and Other Matters Based on an Audit of 
Financial Statements Performed in Accordance with Government Auditing Standards dated March 22, 2019.   
City of Derby, Connecticut’s management is responsible for the City’s internal control over financial reporting 
and on compliance. The sufficiency of these procedures is solely the responsibility of City of Derby, Connecticut. 
Consequently, we make no representation regarding the sufficiency of the procedures described below either for 
the purpose for which this report has been requested or for any other purpose. 

The procedures and associated findings are as follows: 

1. Review the internal control deficiencies as reported in the Schedule of Findings and Questioned Costs as 
reported in our separate report issued on the City’s Internal Control over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 
Government Auditing Standards dated March 22, 2019. 

2. Identify the findings that caused the restatement of general fund balance and fund deficiency. 

3. Identify the party or parties required to make the correction 

 

This agreed-upon procedures engagement was conducted in accordance with attestation standards established by 
the American Institute of Certified Public Accountants. We were not engaged to and did not conduct an audit  or 
review, the objective of which would be the expression of an opinion or conclusion, respectively, on the 
effectiveness of City of Derby, Connecticut's internal controls over financial reporting and on compliance. 
Accordingly, we do not express such an opinions or conclusion.  Had we performed additional procedures, other 
matters might have come to our attention that would have been reported to you. 



 

  
 

The purpose of this report is solely limited to the above procedures and is only a summary of the Schedule of 
Findings and Questioned Costs issued in our separate report on the City’s Internal Control over Financial 
Reporting and on Compliance and Other Matters Based on an Audit of Financial Statements Performed in 
Accordance with Government Auditing Standards dated March 22, 2019 and should be read in conjunction with 
that aforementioned report. Accordingly, this communication is not suitable for any other purpose.  
   
MAWC, LLC 
Shelton, Connecticut 
July 8, 2019 
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I.  FINANCIAL STATEMENT FINDINGS SUMMARY 
 

Below is a summary of significant deficiencies that should be addressed as soon as possible.  A full listing of 
findings follows this summary and exhibits. The significant deficiencies repeated from the prior years are 
marked with an asterisk. 

 
 
*18-1 Double-Entry Accounting System 
 
Finding/Effect: The City does not use double-entry accounting for all funds. 
 
Criteria: The use of a double-entry accounting software system, including the preparation of a 

balanced general ledger would improve the City’s ability to detect accounting errors, 
provide the basis for monthly account and ledger reconciliations, and facilitate financial 
reporting for all Special Revenue Funds, Fiduciary Funds and its long-term debt and fixed 
assets. 

 
Recommendation: We recommend that the City adopt a general ledger accounting software system for all funds 

and activities, including federal and state financial assistance funds.   
 
What needs to be 
done first?  A review of the financial statements and all the individual fund trial balances needs to be 

maintained and kept in the Finance Director’s office.  All accounting should be processed 
utilizing an accounting package with a full set of balancing accounts by the Finance Director 
or under the supervision of the Finance Director. See City's Charter Sec. 33. See Exhibit A. 
The Board of Education’s Business Manager should also utilize a set of self- balancing 
accounts for the operating and grant funds.  Both should meet on a monthly basis to 
reconcile information and close the books monthly within a reasonable time after month’s 
end. 

 
Responsible   
Party or Parties: The Finance Director is responsible for the overall accounting of the City as a whole. See 

Exhibit A of the City's Charter Sec. 33.  The Business Manager is responsible for the 
accounting of the funds maintained by the Board of Education. 

 
 
*18-2 Bank Reconciliations and Approval of Bank Reconciliations 
 
Finding/Effect: Bank reconciliations were not formally prepared during the year for general fund checking 

accounts. 
 
Criteria: The Finance Department should be preparing the bank reconciliations and the Finance 

Director should formally approve the bank reconciliations on all City bank accounts. 
  
Recommendation: We recommend that all bank reconciliations be prepared by the Finance department within a 

reasonable period of time after the month end.  These reconciliations should then be 
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reviewed by the Finance Director for accuracy and completeness. All accounting should be 
processed utilizing an accounting package with a full set of set balancing accounts by the 
Finance Director or under the supervision of the Finance Director.  

 
What needs to be 
done first?  All funds should be established utilizing double entry accounting (See finding 18-1). All the 

bank reconciliations should be reviewed or performed in the Finance Director’s office 
timely.  This includes the all the bank accounts reported in the financial statements of the 
City.  (i.e. Board of Education and Capital Project Funds) The Finance Director can not 
perform his duties without all the financial information.  

 
Responsible   
Party or Parties: The Finance Director is responsible for the overall accounting of the City as a whole.  
  See Exhibit A of the City's Charter Sec. 33.  The Business Manager is responsible for the 

accounting of the funds maintained by the Board of Education.   
 
 
*18-5 Accounts Payable Cut-off-Board of Education 
 
Finding/Effect: The Board of Education’s accounts payable were not properly recorded at year end on the 

City’s general ledger. Account payable and accrued payroll in the amount of $3,107,786 
were incurred as of June 30, 2018 and were not properly recorded. 

 
Criteria: Expenditures should be accrued when incurred in accordance with accounting principles 

generally accepted in the United States of America. 
 
Recommendation: We recommend that accounts payable and accrued payroll be recorded when incurred on a 

monthly basis.  A reconciliation with the City’s general ledger and the Board of Education 
ledger should be done on a monthly basis to ensure that liabilities and expenditures are 
properly recorded.  

  
What needs to be 
done first?  All funds should be established utilizing double entry accounting (See finding 18-1).  

Reports should be at months end and reconciled to detailed listings.  Providing inaccurate 
open purchase order reports has a significant effect on the financial statements.  Accounts 
payable and purchase orders should also be paid or lapse within a reasonable time after year 
end and the surplus, if any returned to the City’s general fund. The Finance Director can not 
perform his duties without all the financial information.  

 
Responsible   
Party or Parties: The Finance Director is responsible for the overall accounting of the City as a whole. See 

Exhibit A of the City's Charter Sec. 33.  The Business Manager is responsible for the 
accounting of the funds maintained by the Board of Education.  See Exhibit B. 
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18-6  Reconciliation of  City and Board of Education 
 
Finding/Effect: The Board of Education and City were not reconciled at year end.    A prior period 

adjustment of $2,634,603 was recorded as a reduction of the general fund balance. 
 
Criteria: A formal reconciliation should be performed on a monthly basis to ensure agreement of the 

City's general ledger accounts with the Board of Education records.   
 
Recommendation:  We recommend that the Board of Education utilize the accounting system to reconcile cash, 

accounts receivable, accounts payable, deferred inflows of financial resources in addition to 
the income and expenditure ledgers that are already being utilized to have a complete self-
balancing set of accounts.  This will assist to quickly identify variances.  That information 
should be timely shared between the City and Board of Education to ensure that both the 
City and Board of Education ledgers are in agreement.    

 
What needs to be 
done first?  All funds should be established utilizing double entry accounting (See finding 18-1).  Next 

the Board of Education should submit a detailed listing of payment vouchers that are 
required to be made to the City by payee and source of funds. The cash transferred to the 
Board of Education bank accounts should agree with each individual voucher.  This will 
make it easier for the City to Reconcile with the Board of Education. The Finance Director 
and Business Manager should meet on a monthly basis to reconcile the City’s general ledger 
to the Board of Education accounts and outflows and close the books monthly within a 
reasonable time after month’s end.  

 
Responsible   
Party or Parties: The Finance Director is responsible for the overall accounting of the City as a whole. See 

Exhibit A of the City's Charter Sec. 33.  The Business Manager is responsible for the 
accounting of the funds maintained by the Board of Education.  See Exhibit B. 

 
 
18-8 Budgeting 
 
Finding/Effect: The City significantly overestimated grant revenues in the original budget. Approximately 

$909,911 in grant monies were anticipated that was not received.  The actual amount of the 
ECS-Alliance grant received during the fiscal year ended June 30, 2018 was $1,036,699. 
These monies were paid to the Board of Education in the following fiscal year. 

 
Criteria: The ECS-Alliance grant was budgeted as City revenue and did not have an off-setting 

appropriation.  This resulted in a revenue shortfall of $1,241,153.  The Educational Cost 
Sharing Grant was budgeted for $7,624,231 but only $6,857,372 was actually paid by the 
State of Connecticut leaving a $766,859 shortfall.  The Private Colleges and Hospital Grant 
was budgeted for $833,361 and $690,309 was actually paid by the State of Connecticut 
leaving a $143,053 shortfall.  In addition, the ECS-Alliance grant monies that were received 
in the 2017-2018 fiscal year were not remitted to the Board of Education until subsequent to 
June 30, 2018. 
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Recommendation: We recommend that the City establish a separate special revenue fund for the educational 
grants.  The grants monies should be remitted to the Board of Education within a reasonable 
period of time when received by the City.     

 
What needs to be 
done first?  Budgeting should be performed with every department presenting a detailed budget for their 

anticipated appropriation. Within the detailed budget should be various reasonable 
assumptions where each appropriation is derived.  All departments should utilize similar 
assumptions and formats where possible.  Each department should also have anticipated 
revenues, such as grants and charges for services, to arrive at a net department cost to be 
taxed. The department heads, including the Board of Education, should submit the detail of 
these calculations should be submitted to the Board of Apportionment and Taxation for their 
review in accordance with the City’s charter.   In addition, the regular monthly reporting 
submitted to the Board of Apportionment needs to timely and accurate (See Finding 18-1, 
18-2, 18-5, 18-6) to show significant variances to make informed decisions.    

 
Responsible   
Party or Parties: Each individual department heads, Finance Director, Board of Apportionment and Taxation,  
  Superintendent of School and Business Manager are responsible for their respective budgets.  

See Exhibit A Sec 28 and Exhibit C of the CGS section 10-222. 
 
 
18-16 Comingling of Funds 
 
Finding/Effect: The Board of Education maintains one cash account for operations and grant.  The 

comingling of operational and grant monies makes it difficult if not impossible to reconcile 
with the City.  Significant errors can occur and not be timely detected.    

 
Criteria: A separate bank account should be maintained for grant income and expenditures in order to 

properly track inflows and outflows of grant monies.  Assets such as grants receivable and 
liabilities such as deferred inflows and accounts payable should also be recorded and 
reconciled on a monthly basis. 

 
Recommendation:  We recommend that the Board of Education utilize the accounting system to reconcile cash, 

accounts receivable, accounts payable, deferred inflows of financial resources in addition to 
the income and expenditures for educational grants.  In addition, we recommend moving the 
grant accounting from the General Fund to a Special Revenue Fund where it is better 
classified.   

 
What needs to be 
done first?  All funds should be established utilizing double entry accounting (See finding 18-1, 18-5, 

18-6).  Separate bank accounts bank account should be set up and maintained by funding 
source.  This allows operational and grant monies to be accounted for with ease.  This step 
should be done in conjunction with the aforementioned findings.      
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Responsible   
Party or Parties:  The Business Manager is responsible for the accounting of the funds maintained by the. 

Board of Education.    
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 
 
 
 
 
 
  

II.   EXHIBITS 
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7/8/2019 Chapter 170 - Boards of Education

https://www.cga.ct.gov/current/pub/chap_170.htm#sec_10-222 22/71

requiring any student enrolled in grades kindergarten to twelve, inclusive, to engage in physical activity as a form of discipline during the regular
school day. For purposes of this section, “school employee” means (1) a teacher, substitute teacher, school administrator, school superintendent,
guidance counselor, school counselor, psychologist, social worker, nurse, physician, school paraprofessional or coach employed by a local or regional
board of education or working in a public elementary, middle or high school; or (2) any other individual who, in the performance of his or her duties,
has regular contact with students and who provides services to or on behalf of students enrolled in a public elementary, middle or high school, pursuant
to a contract with the local or regional board of education.

(P.A. 13-173, S. 3; P.A. 18-15, S. 7.)

History: P.A. 13-173 effective July 1, 2013; P.A. 18-15 added “school counselor”, effective July 1, 2018.

(Return to Chapter
Table of Contents)

(Return to
List of Chapters)

(Return to
List of Titles)

Sec. 10-221v. Confidential rapid response team re suspected abuse or neglect. Not later than January 1, 2016, each local and regional board of
education shall establish a confidential rapid response team to coordinate with the Department of Children and Families to (1) ensure prompt reporting
of suspected abuse or neglect, as described in section 46b-120, or sexual assault pursuant to the provisions of section 53a-70, 53a-70a, 53a-71, 53a-
72a, 53a-72b or 53a-73a against a victim, as described in subdivision (2) of subsection (a) of section 17a-101a, and (2) provide immediate access to
information and individuals relevant to the department's investigation. The confidential rapid response team shall consist of a teacher and the
superintendent employed by the board of education, a local police officer and any other person the board of education deems appropriate. The
department, along with the multidisciplinary team established pursuant to section 17a-106a, shall take immediate action to investigate and address each
report of child abuse or neglect reported in any school.

(P.A. 15-205, S. 9.)

History: P.A. 15-205 effective July 1, 2015.

(Return to Chapter
Table of Contents)

(Return to
List of Chapters)

(Return to
List of Titles)

Sec. 10-222. Appropriations and budget. Each local board of education shall prepare an itemized estimate of the cost of maintenance of public schools
for the ensuing year and shall submit such estimate to the board of finance in each town or city having a board of finance, to the board of selectmen in
each town having no board of finance or otherwise to the authority making appropriations for the school district, not later than two months preceding
the annual meeting at which appropriations are to be made. The board or authority that receives such estimate shall, not later than ten days after the
date the board of education submits such estimate, make spending recommendations and suggestions to such board of education as to how such board
of education may consolidate noneducational services and realize financial efficiencies. Such board of education may accept or reject the suggestions
of the board of finance, board of selectmen or appropriating authority and shall provide the board of finance, board of selectmen or appropriating
authority with a written explanation of the reason for any rejection. The money appropriated by any municipality for the maintenance of public schools
shall be expended by and in the discretion of the board of education. Except as provided in this subsection, any such board may transfer any
unexpended or uncontracted-for portion of any appropriation for school purposes to any other item of such itemized estimate. Boards may, by adopting
policies and procedures, authorize designated personnel to make limited transfers under emergency circumstances if the urgent need for the transfer
prevents the board from meeting in a timely fashion to consider such transfer. All transfers made in such instances shall be announced at the next
regularly scheduled meeting of the board and a written explanation of such transfer shall be provided to the legislative body of the municipality or, in a
municipality where the legislative body is a town meeting, to the board of selectmen. Expenditures by the board of education shall not exceed the
appropriation made by the municipality, with such money as may be received from other sources for school purposes. If any occasion arises whereby
additional funds are needed by such board, the chairman of such board shall notify the board of finance, board of selectmen or appropriating authority,
as the case may be, and shall submit a request for additional funds in the same manner as is provided for departments, boards or agencies of the
municipality and no additional funds shall be expended unless such supplemental appropriation shall be granted and no supplemental expenditures
shall be made in excess of those granted through the appropriating authority. The annual report of the board of education shall, in accordance with
section 10-224, include a summary showing (1) the total cost of the maintenance of schools, (2) the amount received from the state and other sources
for the maintenance of schools, and (3) the net cost to the municipality of the maintenance of schools. For purposes of this subsection, “meeting”
means a meeting, as defined in section 1-200, and “itemized estimate” means an estimate in which broad budgetary categories including, but not
limited to, salaries, fringe benefits, utilities, supplies and grounds maintenance are divided into one or more line items.

(1949 Rev., S. 1480; P.A. 78-218, S. 147; P.A. 82-217; P.A. 84-484, S. 1, 2; P.A. 98-141, S. 1, 2; P.A. 12-116, S. 16; P.A. 13-60, S. 1.)

History: P.A. 78-218 simplified phraseology by specifying applicability of provisions to local boards, substituting “municipality” for “city, town or
school district” and making other technical changes; P.A. 82-217 inserted provisions relating to supplemental appropriations; P.A. 84-484 inserted
Subsec. indicator and added new Subsec. (b) re development of a financial information system to assist boards of education in reporting budget data;
(Revisor's note: In 1995 the Revisors editorially substituted the numeric indicators (1), (2) and (3) for (a), (b) and (c) at the end of Subsec. (a) for
consistency with statutory usage); P.A. 98-141 amended Subsec. (a) to add provisions re limited transfers in emergency circumstances and to define
“meeting”, effective July 1, 1998; P.A. 12-116 deleted former Subsec. (b) re financial information system and made a conforming change, effective
May 14, 2012; P.A. 13-60 added provisions authorizing board or authority to make spending recommendations, requiring board of education to provide
written explanation of reasons for rejection of recommendations and for transfers of funds and defining “itemized estimate”.

Cited. 115 C. 158. Estimates should be itemized so as to indicate whether or not proposed expenditures are for purposes as to which board of education
has duty or independent discretion. 127 C. 351. Under section and provisions of charter, Bridgeport board of education has full discretion as to
expenditures of money appropriated for school purposes. 133 C. 415. If board of finance properly exercises its discretion and budget is approved by
town, board of education has no power to exceed appropriations made. 138 C. 521. Board of finance cannot place funds for school purposes in general
government budget to be paid to school board on happening of certain contingencies. 151 C. 1. Cited. 152 C. 568; 162 C. 393; 163 C. 537; 174 C. 522;
182 C. 253; 217 C. 110; 228 C. 699.

https://www.cga.ct.gov/current/pub/title_10.htm
https://www.cga.ct.gov/current/pub/titles.htm
https://www.cga.ct.gov/current/pub/title_10.htm
https://www.cga.ct.gov/current/pub/titles.htm
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III. FINANCIAL STATEMENT FINDINGS  

 
Our separate report issued on the City’s Internal Control over Financial Reporting and on Compliance and Other 
Matters Based on an Audit of Financial Statements Performed in Accordance with Government Auditing 
Standards dated March 22, 2019 identified the following findings: 
  
  
*18-1 Double-Entry Accounting System 
 
Finding: The City does not use double-entry accounting for all funds. 
 
Criteria: The use of a double-entry accounting software system, including the preparation of a 

balanced general ledger would improve the City’s ability to detect accounting errors, 
provide the basis for monthly account and ledger reconciliations, and facilitate financial 
reporting for all Special Revenue Funds, Fiduciary Funds and its long-term debt and fixed 
assets. 

 
Condition: The City does not maintain a double-entry accounting system or process a general ledger 

utilizing an accounting software system for all Special Revenue Funds, Fiduciary Funds and 
its long-term debt and fixed assets. 

 
Cause: The financial activity is maintained annually on ledger sheets for most of these funds and for 

others the only sources of documentation are canceled checks and bank statements 
 
Effect: The City does not have the ability to detect accounting errors, provide the basis for monthly 

account and ledger reconciliations, and prepare meaningful financial reports.    
 
Recommendation: We recommend that the City adopt a general ledger accounting software system for all funds 

and activities, including federal and state financial assistance funds.  The use of a double-
entry accounting software system, including the preparation of a balanced general ledger 
would improve the City’s ability to detect accounting errors, provide the basis for monthly 
account and ledger reconciliations, and facilitate financial reporting.  The Chart of Accounts, 
developed for the General Fund, should be utilized for the other funds of the City to ensure 
consistency with account names and numbers and to develop an internal reporting package. 

 
*18-2 Bank Reconciliations and Approval of Bank Reconciliations 
 
Finding: Bank reconciliations were not formally prepared during the year for general fund checking 

accounts. 
 
Criteria: The Finance Department should be preparing the bank reconciliations and the Finance 

Director should formally approve the bank reconciliations on all City bank accounts. 
  
Cause: Lack of formal procedures. 



CITY OF DERBY, CONNECTICUT 
SCHEDULE OF FINDINGS AND QUESTIONED COSTS  

YEAR ENDED JUNE 30, 2018 
 

 
- 26 - 
 

 
Effect: Possible material errors could occur and not be detected timely. 
 
Recommendation: We recommend that all bank reconciliations be prepared by the Finance department within a 

reasonable period of time after the month end.  These reconciliations should then be 
reviewed by the Finance Director for accuracy and completeness. 

 
*18-3 Availability of financial information 
 
Finding: During the audit process, information from various departments related to numerous audit 

schedules and related information was unavailable in a timely manner.   The City’s audit for 
the year ended June 30, 2018 did not start until October 2018.  In addition, some schedules 
and required information were not available for audit until March 2019. 

 
Criteria: Information related to financial statements should be presented at the close of the fiscal year 

or at a reasonable time thereafter.  
 
Cause: Lack of year-end closing procedures.  
 
Effect: The timely availability of information related to the financial statements has delayed the 

completion of the audited financial statements and other submissions that rely upon the 
audited financial statements.   

 
Recommendation: The preparation of information relative to the financial statements in accordance with the 

City of Derby, Connecticut’s reporting requirements should be provided in a timely manner.  
Schedules, reports and other financial information related to the City’s financial condition as 
a whole should be maintained monthly throughout the year, forwarded to the Finance 
Department when that information becomes available and reconciled to the books and 
records of the City. A review of the financial statements should be done by accounting 
personnel to determine that all schedules and records are provided timely.   
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*18-4 WPCA Purchase Order Approval Process 
 
Finding: The bookkeeper performed recordkeeping, custodial and approval functions. 
 
Criteria: The WPCA should have adequate segregation of duties and responsibilities in order to 

assure the safeguarding of assets and the proper preparation of financial statements.  
 
Cause: The WPCA (Agency) did not have adequate segregation of duties and responsibilities in 

order to assure the safeguarding of assets and the proper preparation of financial statements. 
Certain functions, such as receipt and listing of checks, preparation and review of bank 
reconciliations, approval of purchase orders and invoices and signing and distribution of 
checks, to provide the necessary checks and balances of the Agency’s internal control, are 
performed by the same individual.  This lack of segregation of duties results in inadequate 
financial control over the operation of the Agency.    

 
Effect: Lack of segregation of duties may lead to errors, or improprieties could occur and go 

undetected. 
 
Recommendation: We recommend that the WPCA consider assigning additional personnel, independent of the 

accounting function, to duties such as, receipt and listing of checks, preparation and review 
of bank reconciliations, approval of purchase orders and invoices and signing and 
distribution of checks to provide the necessary checks and balances of the Agency’s internal 
control. Consideration should also be given to utilizing the cash receipts procedure and the 
purchase order and cash disbursement process of the WPCA to compensate for the lack of 
personnel and segregation of duties in this Agency.  

 
*18-5 Accounts Payable Cut-off-Board of Education 
 
Finding: The Board of Education’s accounts payable were not properly recorded at year end on the 

City’s general ledger. 
 
Criteria: Expenditures should be accrued when incurred in accordance with accounting principles 

generally accepted in the United States of America. 
  
Cause: Lack of monthly reconciliations with the City and Board Education ledgers. 
 
Effect: Account payable and accrued payroll in the amount of $3,107,786 were incurred as of June 

30, 2018 and were not properly recorded. 
 
Recommendation: We recommend that accounts payable and accrued payroll be recorded when incurred on a 

monthly basis.  A reconciliation with the City’s general ledger and the Board of Education 
ledger should be done on a monthly basis to ensure that liabilities and expenditures are 
properly recorded. 
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18-6  Reconciliation of  City and Board of Education 
 
Finding: The Board of Education and City were not reconciled at year end.     
 
Criteria: A formal reconciliation should be performed on a monthly basis to ensure agreement of the 

City's general ledger accounts with the Board of Education records.   
 
Cause: No formal reconciliation process is being performed between the City and Board of 

Education on a monthly basis.     
 
Effect: A prior period adjustment of $2,634,603 was recorded as a reduction of the general fund 

balance. 
 
Recommendation:  We recommend that the Board of Education utilize the accounting system to reconcile cash, 

accounts receivable, accounts payable, deferred inflows of financial resources in addition to 
the income and expenditure ledgers that are already being utilized to have a complete self-
balancing set of accounts.  This will assist to quickly identify variances.  That information 
should be timely shared between the City and Board of Education to ensure that both the 
City and Board of Education ledgers are in agreement.   

 
*18-7 Cash Account Activity- General Fund Operating, Board of Education and Self Insurance Accounts 
 
Finding: Various cash accounts had activity that was found not to be recorded or recorded in net 

amounts.  
 
Criteria: All cash activity should be recorded in the City’s general ledger.     
  
Cause: Lack of policies and procedures.   
 
Effect: Cash accounts were contained significant errors that were not corrected by the Finance 

Department timely.    
 
Recommendation: We recommend that all cash transactions be reflected in the general ledger and that 

transactions are reported at their gross amounts.  In addition, accounts that have separate 
bank statements have separate general ledger accounts.   All cash accounts should be 
reconciled monthly and reviewed by the Finance Director.       

 
18-8 Budgeting 
 
Finding: The City significantly overestimated grant revenues in the original budget. 
 
Criteria: The ECS-Alliance grant was budgeted as City revenue and did not have an off-setting 

appropriation.  This resulted in a revenue shortfall of $1,241,153.  The Educational Cost 
Sharing Grant was budgeted for $7,624,231 but only $6,857,372 was actually paid by the 
State of Connecticut leaving a $766,859 shortfall.  The Private Colleges and Hospital Grant 
was budgeted for $833,361 and $690,309 was actually paid by the State of Connecticut 
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leaving a $143,053 shortfall.  In addition, the ECS-Alliance grant monies that were received 
in the 2017-2018 fiscal year were not remitted to the Board of Education until subsequent to 
June 30, 2018. 

  
Cause: The final budget was not adjusted/corrected during the year.     
 
Effect: Approximately $909,911 in grant monies were anticipated that was not received.  The actual 

amount of the ECS-Alliance grant received during the fiscal year ended June 30, 2018 was 
$1,036,699. These monies were paid to the Board of Education in the following fiscal year. 

 
Recommendation: We recommend that the City establish a separate special revenue fund for the educational 

grants.  The grants monies should be remitted to the Board of Education within a reasonable 
period of time when received by the City.       

 
*18-9 Encumbrance System 
 
Finding: The City departments are not fully utilizing the encumbrance system. 
 
Criteria: The City’s formal purchase order encumbrance system should be monitored to control its 

appropriation expenditures.   
 
Condition: The City has a formal purchase order encumbrance system in place to monitor and control 

its appropriation expenditures.  However, it appears that not all departments are fully 
utilizing the encumbrance system, and in some cases, purchase orders are dated subsequent 
to the invoice and check date. 

 
Cause: Lack of monitoring of the purchase order system. 
 
Effect: Purchase orders are not used on a timely basis and encumbrances are not placed on 

appropriation accounts.  
 
Recommendation: For a fully effective purchase order system, all purchase orders should be prepared and 

approved prior to the actual date of ordering the goods or services.  When this process is 
being utilized, appropriation expenditures, which may be over expended, will be flagged 
prior to any over expenditure. 

 
*18-10 Special Assessments/Collection Efforts 
 
Finding: Special Assessments are not actively collected. 
 
Criteria: Special assessments for sewer and water are past due and there should be active collection in 

effect to reduce the amount of outstanding assessments. 
   
Condition: The special assessments for sewer and water are past due and there are no active collection 

activities in effect to reduce the amount of outstanding assessments.  In some cases, there is 
no information in the tax collector’s office that states that the sewer and water hookup was 
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made on certain properties. 
 
Cause: Lack of formal collection activity. 
 
Effect: Special assessments for sewer and water are not currently being collected. 
 
Recommendation: We recommend that the City authorize legal counsel to investigate ways to enforce the 

collection of these past due assessments or obtain authorization for the City to write these 
assessments off as uncollectible. 

 
*18-11 Interfund Transfers 
 
Finding: Interfund balances are not repaid timely. 
 
Criteria: Interfund transfers had been made by the City primarily between projects in the Capital 

Projects funds and Enterprise Funds should be repaid on a timely basis.   
 
Condition: Interfund transfers have been made by the City primarily between projects in the Capital 

Projects funds and Enterprise Funds.  In some cases, the transfers were not repaid when the 
funds were available and interfund balances are outstanding at the balance sheet date.  

 
Cause: No timely repayment procedures have been established. 
 
Effect: Interfund transfers are outstanding for extended periods of time. 
 
Recommendation: We recommend that all interfund transfers be repaid as soon as the funds become available 

and transfers be properly authorized by the appropriate board before being made. 
 
*18-12 Compensated Absences-City 
 
Finding: There is no formal reconciliation of compensated absences. 
 
Criteria: The City should established a policy of reconciling, on a regular basis or at year end, the 

departmental employees days for vacation, sick or personal leave to the payroll records. 
 
Condition: Individual departments currently maintain compensated absence records for their 

departmental employees entitled to compensated absences as dictated by various union 
bargaining agreements 

 
Cause: Individual departments currently maintain compensated absence records. 
 
Effect: Lack of consistency of reporting compensated absences.  
 
Recommendation: We recommend that the City establish a procedure for maintaining centralized records 

related to available used and unused vacation, sick and personal leave days to properly 
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evaluate the liability for compensated absences. This process should include a summary of 
the bargaining agreement provisions related to the various employee categorizes to be used 
by the individuals who are summarizing the compensated absence data. This centralized 
record should be related to the employee history files as generated from the payroll system 
and should be reconciled to departmental records quarterly or semi-annually. 

 
*18-13 Parking Authority 
 
Finding: Parking ticket revenues are not recorded on an accrual basis. 
 
Criteria: The revenue from the parking tickets should be recorded on the general ledger when they are 

issued (accrual basis).   
 
Condition: While the parking ticket system put in place in January of 1999 on a computerized parking 

ticket system appears to be working properly, the revenue from the parking tickets is not 
being recorded on the general ledger until the tickets are paid (cash basis) instead of when 
they are issued (accrual basis).  Parking tickets deemed uncollectible are not being written 
off nor is there a formal procedure for the acting director to authorize such write-offs, 
although in some cases, the acting director alone is authorizing corrections and write-offs. 

 
Cause: Lack of understanding by the bookkeeper. 
 
Effect: Untimely recording of revenues from parking tickets. 
 
Recommendation: We recommend that the City of Derby consider assigning additional personnel, independent 

of the accounting function to duties such as receipt and listing of checks, preparation and 
review of bank reconciliations, approval of purchase orders and invoices and signing and 
distribution of checks, to provide the necessary checks and balances of the internal control 
system.  Consideration should also be given to utilizing the cash receipts procedure of the 
General Fund of the City of Derby to compensate for the lack of personnel and segregation 
of duties in this Division. We also recommend that all checks be issued to an individual or 
a company as opposed to cash as the payee and that for all subcontractors paid in excess of 
$600, that the appropriate 1099s be filed with the Internal Revenue Service. 

 
*18-14 Revenues Classification 
 
Finding: Revenues were not properly recorded in their respective general ledger accounts  
 
Criteria: Revenues should be classified in their budgeted general ledger accounts.     
 
Cause: There is no review of the revenue accounts done on a regular basis.   
 
Effect: Audit adjustments of $2,341,878 were proposed to reclassify grant revenues.   Improper 

assumptions can be made for budgeting revenues in future periods.  
 
Recommendation: We recommend a review of the miscellaneous, grant and deferred revenue accounts prior to 
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internal and external reporting of financial information.     
 
 
*18-15 Accounts Receivable Cut-off 
 
Finding: Accounts Receivable were not recorded at year end.  
 
Criteria: Revenues should be recognized in the accounting period in which they become available and 

measurable.     
  
Cause: No review process of grants receivable at year end and improper coding of revenues during 

the year.   
 
Effect: $297,511 of accounts receivable in the general fund were not properly recorded at June 30, 

2018. 
 
Recommendation: We recommend that revenues be recognized in the accounting period in which they become 

available and measurable.     
 
18-16 Comingling of Funds 
 
Finding: The Board of Education maintains one cash account for operations and grant.  The 

comingling of operational and grant monies makes it difficult if not impossible to reconcile 
with the City.   

 
Criteria: A separate bank account should be maintained for grant income and expenditures in order to 

properly track inflows and outflows of grant monies.  Assets such as grants receivable and 
liabilities such as deferred inflows and accounts payable should also be recorded and 
reconciled on a monthly basis. 

 
Cause: Improper classification of grant funds.     
 
Effect: Significant errors can occur and not be timely detected.  Also see finding 18-05 and 18-06. 
 
Recommendation:  We recommend that the Board of Education utilize the accounting system to reconcile cash, 

accounts receivable, accounts payable, deferred inflows of financial resources in addition to 
the income and expenditures for educational grants.  In addition, we recommend moving 
the grant accounting from the General Fund to a Special Revenue Fund where it is 
better classified.   

 
*18-17 Federal and State Single Audit Schedules 
 
Finding: The Finance Department did not prepare a schedule of expenditures of federal awards and 

state financial assistance for the year ended June 30, 2018.  These schedules are derived 
from federal and state grant awards received by the General Government and the Board of 
Education of the City.  The Board of Education grant awards primarily are passed through 
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the State Department of Education, while the City receives their grants primarily through the 
State Department of Housing and Urban Development, the State Department of Health and 
Human Resources, the State Department of Agriculture and the Office of Policy and 
Management.  The preparation of these schedules of expenditures has, in the past, been 
made by the auditors, including decision making concerning the federal CFDA number, the 
pass-through entity number and the amount of federal and state expenditures incurred by the 
City for the fiscal year.  The auditor then reports on the Schedules of Expenditures of 
Federal and State Financial Assistance and renders his opinion with respect to the 
compliance with laws, regulations, contracts and grants and with the City’s internal control 
over compliance with requirements of the laws, regulations, contracts and grants. 

 
Criteria: The schedules of federal awards and state financial assistance are required to be prepared by 

the City. 
  
Cause: Lack of a staff member assigned to identify and obtain grant revenue and prepare the 

appropriate federal and state financial schedules. 
 
Effect: The auditor is preparing these schedules and auditing them. 
 
Recommendation: We recommend that the Finance Department and/or the Board of Education annually 

prepare the Schedule of Expenditures of Federal Awards and State Financial Assistance to 
be presented to the auditor for audit.  The auditor can then render an opinion with respect to 
compliance with and internal control over compliance with laws, regulations, contracts and 
grants.  This will provide the proper segregation of responsibilities over the preparation of 
the schedules and the rendering of an opinion of these schedules. 

 
*18-18 Community Development Agency 
 
Finding: The bookkeeper performs recordkeeping, custodial and approval functions. 
 
Criteria: The Community Development Agency should have adequate segregation of duties and 

responsibilities in order to assure the safeguarding of assets and the proper preparation of 
financial statements.  

 
Cause: The Community Development Agency (Agency) does not have adequate segregation of 

duties and responsibilities in order to assure the safeguarding of assets and the proper 
preparation of financial statements. Certain functions, such as receipt and listing of checks, 
preparation and review of bank reconciliations, approval of purchase orders and invoices 
and signing and distribution of checks, to provide the necessary checks and balances of the 
Agency’s internal control, are performed by the same individual.  This lack of segregation of 
duties results in inadequate financial control over the operation of the Agency.  Additionally, 
certain administrative expenses (wages, payroll taxes etc.) and the corresponding 
appropriation (revenue), paid by the City of Derby’s General Fund, are not being timely 
recorded on the books of the Agency.   

 
Effect: Lack of segregation of duties may lead to errors, or improprieties could occur and go 

undetected. 
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Recommendation: We recommend that the City consider assigning additional personnel, independent of the 
accounting function, to duties such as, receipt and listing of checks, preparation and review 
of bank reconciliations, approval of purchase orders and invoices and signing and 
distribution of checks to provide the necessary checks and balances of the Agency’s internal 
control. Consideration should also be given to utilizing the cash receipts procedure and the 
purchase order and cash disbursement process of the General Fund of the City of Derby to 
compensate for the lack of personnel and segregation of duties in this Agency. Additionally, 
procedures should be established to timely allocate and record certain administrative 
expenses on the books and records of the Agency to specific funds received for Community 
Development and various grant purposes. 

 
 

* indicates that these findings are repeated from the previous year. 
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